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POSTAL EMPLOYEES’ BONDS 


WEDNESDAY, MARCH 30, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE ON 
Post Orricr AND CiviL SERVICE, 
Washington, D. C. 

The subcommittee met at 10:30 a. m., Hon. James C. Davis (chair- 
man) presiding. 

Mr. Davis. The subcommittee will come to order, please. 

This subcommittee is composed of Mr. Lesinski, Mr. Fascell, Mrs. 
St. George, Mr. Cederberg, and myself as chairman, and was appointed 
to consider H. R. 4778—a bill to provide for the purchase of bonds to 
cover postmasters, officers, and employees of the Post Office Depart- 
ment, contractors with the Post Office Department, and mail clerks of 
the Armed Forces, and for other purposes. 

(The bill, introduced by our colleague, Congressman Alexander, and 
requested by the Postmaster General, is as follows:) 


[H. R. 4778, 84th Cong., Ist sess 


4 BILL To provide for the purchase of bonds to cover postmasters, officers, and employees of the Post 
Office Department, contractors with the Post Office Department, mail clerks of the Armed Forces, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That whenever the Postmaster General determines 
it to be to the best interests of the Government he may, under such regulations 
as he may prescribe, purchase, out of appropriations or other funds available to 
the Post Office Department, such blanket position, position schedule, or other 
type of surety bonds as he may deem appropriate to cover any or all categories of 
postmasters, officers, and employees of the Post Office Department, contractors 
with the Post Office Department, and mail clerks in the armed services and the 
Coast Guard, required by law or administrative determination to be bonded. 
The bonds may cover periods not in excess of four years, and shall contain such 
conditions and be in such penalty as the Postmaster General may deem necessary 
to protect the interests of the Government. Nothing in this Act shall relieve 
such postmasters, officers, employees, contractors and mail clerks and their sure- 
ties from any liability otherwise imposed by law. 

The purpose of this legislation is to authorize the Postmaster Gen- 
eral to purchase bonds for employees in the postal service. It is a 
problem which has been recurringly before this committee for a num- 
ber of Congresses. We have had various proposals submitted to us. 
On at least two occasions, this committee has deferred action be- 

‘ause another committee of the House was considering similar legis- 
lation covering all Federal employees. 

The two major departments of the Government affected, from the 
standpoint of purchasing bonds, are the Treasury Department, 
particularly the Bureau of Internal Revenue, and the Post Office 
Department. Last Congress the Treasury Department was author- 
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2 POSTAL EMPLOYEES’ BONDS 


ized to purchase bonds for its employees required to be bonded and it 
is presently establishing a system for purchasing such bonds. 

This proposal of the Postmaster General would, so I understand it, 
authorize him to purchase bonds covering postmasters and postal 
employees. It is expected that about 80, 000 bonds would be pur- 
chased by the Government to cover the postal employees who are 
now covered by nearly a million individual bonds. 

According to information furnished by the Post Office Department, 
the paper work which would be eliminated on the individual bonds 
would more than cover the cost of handling the so-called blanket 
bonds. 

Postal employee organizations have evidenced a considerable in- 
terest in this legislation and most of them are represented here today. 
We have also invited representatives of the Post Office Department 
and the Comptroller General's Office to present their views on the 
legislation. 

The first witness I will call will be the Honorable Hugh Q. Alexander, 
who is the author of the bill. 


STATEMENT OF HON. HUGH Q. ALEXANDER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NORTH CAROLINA 


Mr. Atexanper. Mr. Chairman and members of the committee: 
[ appreciate very much the opportunity to appear before your fine 
committee and also to express my appreciation for your having hear- 
ings on this bill. 

As you have stated, it was recommended by the Postmaster General 
and is for the best interests not only of the Government but of the 
postmasters and the postal employees. 

I am not going into the details of the bill. I would like to bring to 
your attention, however, a letter that was written by the Postmaster 
General to the Speaker of the House and would like to offer it for the 
record. I believe that it gives most of the facts in regard to the cost 
of the measure and shows that, in his opinion, it would not cost the 
Government any more money than it does at the present time under 
the system we have now. 

Mr. Davis. That will be admitted to the record. 

(The letter above referred to is as follows: ) 

OFFICE OF THE POSTMASTER GENERAL, 
Washington, D. C., February 28, 1955. 
Hon. Sam RayBurRN, 
S pe aker of the House of Re prese ntatives. 

Dear Mr. SpeEAKER: Transmitted herewith, for consideration by the Congress, 
is proposed legislation to provide for the purchase of bonds to cover postmasters, 
officers, and employees of the Post Office Department, contractors with the Post 
Office Department, mail clerks of the Armed Forces, and for other purposes. 

The purpose of this legislation is to confer additional authority on the Post- 
master General under which he may, if he determines it to be to the best interest 
of the Government, purchase blanket position, position schedule, or other type 
of surety bonds for those persons who presently are required to give individual 
surety or other type of bonds for the protection of the Government. Payment 
for such bonds would be made out of appropriations or other funds available to 
the Department. Under the proposal, the Postmaster General may, if he con- 
siders it to be to the best interest of the Government, continue to require certain 
categories of the persons covered by the proposed bill to give individual bonds. 

This legislation is necessary to reduce postal operating costs and eliminate 
much of the recordkeeping necessary under the present bonding procedures. 
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This can be accomplished if the following blanket position and position schedule 
bonding program is adopted: 

(1) Obtain an individual qualifying bond covering each postmaster as at 
present; 

(2) For each post office, obtain a blanket position bond covering all em- 
ployees (except postmasters) in an office, or obtain a position schedule bond 
if it is determined that some, but not all, employees are to be covered; 

(3) Obtain one blanket position bond covering all field service personnel, 
including supervisors, of the Postal Transportation Service. 

(4) Obtain a blanket position bond covering all employees in the Post 
Office Inspection Service; 

(5) Obtain a blanket position bond covering all officers and employees in 
the Department or obtain a position schedule bond if it is determined that 
some, but not all, employees in the Department are to be covered; 

(6) Obtain a blanket position bond for each group of contractual employees 
to be covered; 

(7) Obtain for each group of military personnel in the armed services and 
the Coast Guard a blanket position bond covering each particular group. 

If the foregoing program is adopted, some 40,000 bonds will be written to cover 
postmasters. There will be not in excess of an additional 40,000 bonds covering 
employees in post offices. Three bonds would cover the employees in the Postal 
Transportation Service, the Inspection Service, and the Department. Certainly 
not more than 10 bonds would cover the contractual employees, and not in excess 
of 5 should cover the military and Coast Guard mail clerks. In all, 80,000 bonds 
should be sufficient for the entire service. 

As experience is gained, the 80,000 bonds, in all likelihood, can and will be 
reduced. For instance, it might be possible to obtain a position bond to cover 
all postmasters within a given State or region. This, quite likely, is a procedure 
which could be applied to all employees under postmasters within a given State 
or region. 

It has not been possible to obtain firm figures as to the probable cost of the 
blanket position and position schedule bonding program. A representative of the 
Association of Casualty and Surety Cos. stated, however, that when H. R. 8706, 
8lst Congress, was under consideration, it was calculated that such a bonding 
program for all of Government would cost about $750,000. This representative, 
which he did not desire to be held to a figure, said he was of the opinion that the 
plan for the postal service could be installed for a cost of about $200,000 and, in 
any event, not to exceed $300,000. He stated that he was sure whatever the cost 
might be in the beginning, it would, as a result of experience, be reduced materially 
after the plan had been in effect a while and the bonding companies began com- 
peting with one another for the writing of surety in their respective areas through- 
out the country. 

Under the present system some 1 million bonds are written annually for the 
postal service. These cover the 500,000 postal employees, temporary Christmas 
employees, employees who come and go during the year, and contractual employ- 
ees. Previous hearings on this subject disclose that premiums paid by employees 
are in excess of $1,300,000 per annum. The Department’s administrative costs 
incident to seeing that all employees are bonded, that premiums are paid, and 
that bonds do not lapse, approximate $300,000 per annum. In addition to this 
cost, there is the cost of investigating losses which will continue regardless of the 
plan adopted. 

A 10-year experience indicates that losses, which might eventually be charged 
to sureties, approximate $595,000 perannum. About $509,000 of this is recovered 
from defaulting employees, contractors, their friends and relatives, leaving about 
$86,000 per annum to be paid by the surety companies. 

It appears that there are some definite advantages in procuring blanket position 
and position schedule bonds over against the establishment of an employees’ 
guaranty fund or a self-insurance plan. 

These are— 

(1) The Government does not enter the field of business and compete with 
established business concerns. 

(2) Competitive bidding by surety companies will insure coverage at a 
minimum of cost. 

(3) The investigations and efforts made by surety companies to recover 
losses have a moral effect on employees which is extremely beneficial to 
Government. 
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(4) Losses charged off to a guaranty fund or under a self-insurance plan 
may be susceptible to lax administration and political pressures, whereas 
these factors and conditions are not a matter of concern to corporate surety. 

(5) The costs of surety companies will be materially reduced if they can 
write 80,000 bonds instead of 1 million and still not reduce the protective 
coverage to the Post Office Department. 

(6) The blanket position and position schedule bonds are the most modern 
and are generally used by business organizations. 

(7) The premium cost to the Department should be no more, and eventually 
less, than the cost of administering the present bonding program. 

(8) The business of the Department’s field offices will be expedited inas- 
much as the number of surety companies with which they would transact 
business will be reduced from many to not exceeding 1 or 2. 


(9) The employees of the Postal Service will save premiums to the extent 
of $1,300,000 per annum. 


(10) The blanket position and position schedule bonding plan is suffi- 
ciently flexible to permit expansion and contraction of coverage as desired. 
The proposed legislation should not cost more than $300,000 which will offset 
the present administrative costs, hence no cost to the Department. Eventually, 


it is believed that as experience is gained, the premium costs of $300,000 will be 
reduced. 


It is believed that the legislative proposal transmitted herewith will accomplish 
the purposes desired, and this Department urges its early enactment. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this legislative proposal to Congress. 

Sincerely yours, 
ARTHUR E. SUMMERFIELD, 
Postmaster General. 

Mr. Atexanper. I also have talked to numerous employees of the 
Post Office Department and all of them are wholeheartedly in favor of 
a measure of this type. They think it not only will save them money, 
but that it will boost the morale and be a good thing for the Post 
Office Department and for the Government as a whole. 

I do not care to say anything further about it. I think the bill is 
readily understandable in its present form. If you have any ques- 
tions, I will be glad to try to answer them. 

Mrs. Sr. GrorGe. Mr. Alexander, it seems to me what you have 
said covers the matter. There is only one thing I want to be sure of 
-and I think you more or less touched on that, that is, the employees 
will be considerably benefited by this measure, will they not? 

Mr. Atexanper. I cannot understand, Mrs. St. George, how they 
could possibly be hurt under the measure of the Postmaster General, 
if it relieves them of having to pay for those bonds as they do at 
present, certainly that would be a saving to them. 

Mrs. Sr. GrorGe. It would be an economy to them, in other words. 

Mr. ALexanper. I certainly do not see any way that it could hurt 
any of the Post Office employees. 

Mrs. Sr. GrorGe. And you think it might also benefit them to a 
certain extent? 

Mr. Avexanper. I think it would. I think it will be a morale 
factor. I also think it will mean a slight saving to them every year 
in not having to pay for their own bonds. 

Mr. Davis. If there are no further questions. let me thank you, 
Mr. Alexander, for coming before the subcommittee. 

Mr. ALexanper. I appreciate your courtesy. I do have one of 
my other committees that is calling me, and I beg to be excused. 

Mr. Davis. We will next hear from the Honorable Albert J. Robert- 
son, Assistant Postmaster General and Controller, Bureau of Finance, 
Post Office Department. 
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We are glad to have you with us, Mr. Robertson. 

Mr. Rosertson. Thank you, sir. 

Mr. Davis. We would like to have you give us the benefit of your 
views on this bill. 

Mr. Roxpertson. Thank you very much. 


STATEMENT OF HON. ALBERT J. ROBERTSON, ASSISTANT POST- 
MASTER GENERAL AND CONTROLLER, BUREAU OF FINANCE, 
ACCOMPANIED BY ADAM WENCHEL, CHIEF, OPINIONS DIVISION, 
OFFICE OF SOLICITOR, AND CLARENCE N. BRUCE, DIRECTOR, 
DIVISION OF BUDGET, POST OFFICE DEPARTMENT 


Mr. Roserrson. I am glad to testify on the bill and shall not at 
this time add much to what Congressman Alexander has already said. 
The Department is in favor of H. R. 4778 for a number of reasons. 
In the first place, we do not think it is equitable to require employees 
to furnish bonds that protect the Government but in nowise protect 
them, notwithstanding that they are required to pay the premium. 
In the second place, we feel that the tremendous amount of paper- 
work incident to enforcing the requirement that premiums be paid 
when due on bonds of over 500,000 employees is unwarranted. We 
believe that we will save money through the payment of fewer premi- 
ums out of appropriated funds rather than expend large sums for 
clerk hire to keep track of the bonds and the premiums due. 

The bill also provides that we may pay the premium on performance 
bonds of contractors. They now include the cost of such bonds in 
their bid or obtain personal sureties. 

Mr. Davis. Does that term ‘contractors’? apply to persons who 
enter into contracts to carry the mail from one place to another? 

Mr. Ropertson. Yes; star-route contractors. 

Mr. Davis. Are there any other employees or people who render 
service other than that group? 

Mr. Roperrson. I think that is a point, perhaps, that should have 
been clarified. The term ‘‘contractors,’”’ of course, could cover a large 
group. It was not intended to cover contractors who, for instance, 
might be constructing a building. 

Mr. Davis. I wanted to get in the record just what the term 
“contractors’’ covers. 

Mr. Rosertson. I think if we had spelled that out a little more 
carefully, which we can do later, it would clarify it. 

Mr. Davis. But just for the record now, it is intended to include 
only star-route carriers? 

Mr. Rosertson. Oh, yes; and contract stations. 

Mr. Davis. And contract stations? 

Mr. Rorertson. Yes, sir. 

Mr. Davis. Do you think of any other persons who would be 
covered by it? 

Mr. Rosertrson. The group it would cover, as Mr. Bruce says, is 
star-route contractors, powerboat contractors, highway post offices, 
truck-route contractors, the Detroit River Service, which would be 
just one of the contract boat services, and contract rural stations, 

Mr. Davis. Pardon the interruption. 

Mr. Ropertson. I think that should be clarified. 


63183—55——_< 


> 











6 POSTAL EMPLOYEES’ BONDS 


[ do want to emphasize this one difficulty. Too frequently the 
obtaining of personal sureties has worked a hardship on friends or 
relatives who acted as sureties. It would be to our advantage to 
secure corporate sureties and pay the premium. The reduction in 
the cost of the contracts should offset this expense. It would be our 
purpose to obtain as few bonds as practicable. The bonds would be 
purchased by open bidding. 

There are presently 506,000 employees and 17,000 contractors who 
may be required to furnish bonds. The annual net losses collected 
from sureties since 1937 vary from $45,000 to $132,000. The em- 
ployees paid from 55 cents to $1 per thousand dollars for their bonds 
each year. The premiums aggregate about $1,300,000 a year. It 
costs us at least $300,000 each year to see that these premiums are 
paid and that new employees are bonded. We do not believe that 
annual premiums on blanket bonds such as that proposed by this bill 
would cost more than the paperwork now incident to our present 
bonding system. 

We feel that the passage of this bill would be beneficial to the postal 
service in that we would be able to discontinue a lot of unnecessary 
paperwork and at the same time make it unnecessary for employees 
or contractors to pay premiums on bonds that afford them no 
protection, 

Mr. Davis. Mr. Robertson, I notice in your statement you say 
that these contract bonds would be awarded on competitive bidding. 
I have not had any experience with the question of bonds on a nation- 
wide scale; I have had some little experience with them at home on 
a local basis and we have a provision there, I think, that provides 
that these bond premiums would be the same regardless of what 
company wrote them. 

That is not the case on a nationwide scale? 

Mr. Rosertson. I cannot answer that for the insurance companies. 
I know what you mean and I think the methods of buying these 
bonds will have to be developed—how they will be scheduled, how 
they will be grouped, whether they will be bought on a regional or 
area basis, or by different groups or categories. 

I think ean are practical problems that will have to be worked out 
with the people who sell bonds. 

Mr. Davis. I know we have some penal statutes in Georgia that 
make it a crime for an insurance company to favor one person over 
another. They have to feed them all out of the same spoon and give 
the same rates, I believe, to everybody. And every one of those 
rates, I think, is fixed by a board of underwriters, if I am not mistaken. 

Mr. Ropertrson. I know that many States have standard forms 
of insurance; but I am not an expert on surety bonds. 

Mr. Davis. I am not, either, but I wanted to ask about that 
one thing. 

Mr. Rosertrson. I think that is one of the practical questions 
that we will have to deal with when we get to it. 

Mr. Davis. You do not know, then, at this time whether the bid- 
ding would be local bidding, or whether there would be only a few 
people who would be able to bid on a nationwide basis? 

Mr. Rorertson. No; I do not. 


Mr. Davis. But that is one of the things that will have to be 
worked out. 
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Mr. Rosertson. Yes. Our primary thought in asking for this leg- 
islation is to be given the right or opportunity to explore and negoti- 
ate and to reduce, as far as practicable, the number of bonds. I do 
not think we can get all the coverage into one bond. 

Mr. Davis. I can see many advantages in it, and I am not asking 
these questions because of any objection to it. I see many advantages 
to it. I think it is good legislation. 

Mr. Rosertson. There are other complications. Some surety 
companies are authorized to do business only in certain States. It 
would take quite a little negotiating to reach an equitable and fair 
way of handling it. But if we can accomplish the two things that we 
want to accomplish—one, to pay the premiums for employees and 
the other to reduce the terrific volume of these bonds—we will have 
accomplished a great deal. 

Mr. Davis. You surely would. 

If there are no further questions, thank you very much for your 
statement, Mr. Robertson. 

Mr Rosertson. Thank you. 

Mr. Davis. Mr. Wenchel and Mr. Bruce did not have any individual 
statements to make? 

Mr. Rosertson. No. 

Mr. Davis. The next witness will be Mr. John Martiny, legislative 
attorney, Genera! Accounting Office. 

We are glad to have you with us, Mr. Martiny. Have a seat and 
give us vour statement. 


STATEMENT OF JOHN H. MARTINY, LEGISLATIVE ATTORNEY, 
GENERAL ACCOUNTING OFFICE 


Mr. Martiny. Thank you, Mr. Davis. We are pleased to be 
invited here this morning to present the views of the General Ac- 
counting Office on this legislation. 

H. R. 4778 would authorize the Postmaster General.to purchase 
blanket position, position schedule, or other type of surety bonds as he 
may deem appropriate to cover postmasters, officers, and employees 
of the Post Office Department and certain other individuals and con- 
tractors required to be bonded by law or administrative determination 
in connection with postal operations. 

This bill is one of many bills presented to this and prior Congresses 
which are designed to relieve Government officers and e mplovees from 
the payment of all or a substantial part of the costs of furnishing fidel- 
ity bonds. Some of these bills proposed to accomplish this by author- 
izing the payment from appropriated funds of the premiums involved. 
Others proposed the establishment of a bonding fund and a bonding 
board to determine what shortages or defalcations should be charged 
against such fund. 

In recent years, the General Accounting Office has expressed oppo- 
sition to any legislation proposing to establish a fidelity bond fund 
and a board to determine the liability of the fund. On the other 
hand, the General Accounting Office has recommended enactment of 
legisJation under which the premiums on commercial bonds for such 
purposes would be paid by the Government. 

This favorable recommendation generally was subject to two quali- 
fications. First, that the Congress decide to abandon the policy 
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established in the act of August 5, 1909 (6 U. S. C. 14), absolutely 
prohibiting the United States from paying any part of the premium 
of a bond required of an officer or employee. Second, that the most 
economical form of bonds, such as blanket or position schedule bonds, 
be made standard throughout the entire Government and not in 1 or 
2 specified agencies. There bills now before the 84th Congress which 
would fulfill these requirements. 

H. R. 2551 is before the House Committee on Government Opera- 
tions and 8. 311, an identical bill, is before the Senate Committee on 
Post Office and Civil Service. These bills would apply to all Govern- 
ment employees. The General Accounting Office bas been requested 
to report to the committees on those bills. At the present time we 
are considering the various types of bonding plans presented in the 
past. Some of the officials in our office favor the self-insurer type 
plan under which no bond would be involved; others favor the com- 
mercial type bond. We expect to present these various views within 
the next few days to our new Comptroller General, Mr. Campbell, 
and will then present a recommendation to the committees as 
requested. 

Please understand, that we do favor legislation to correct the present 
bonding system. If this subcommittee feels that action should be 
taken now on this bill, applicable to the Postal Service, we recom- 
mend that the legislation be patterned after S. 311 now before the 
Senate Post Office and Civil Service Committee. 

Those provisions are the result of many conferences with repre- 
sentatives of the executive and legislative branches and representatives 
of surety companies. It contains appropriate amendments to title 6 
of the United States Code, covering official and penal bonds, and 
better standards for procuring the most economical type bond after 
advertising. 

Mr. Davis. Do you have anything further to add? 

Mr. Martiny. No, I do not. I will be glad to discuss this further 
with you, if you desire, or to answer questions. 

Mr. Davis. There are a few questions I would like to ask. You 
apparently are familiar with those other pending bills on the same 
subject? 

Mr. Martiny. Yes, sir. 

Mr. Davis. I have not read either one of them, either Senate 311 or 
the other bill you mentioned. Have similar bills been before previous 
Congresses? 

Mr. Marriny. Yes; similar bills or bills along the same line have 
been before the Congress since 1930. 

Mr. Davis. Were there any before the 83d Congress? 

Mr. Martiny. Yes; I believe bills of all types. 

Mr. Davis. What happened to them? 

Mr. Marrrvy. I believe there was one bill that eventually passed 
the House but did not receive favorable consideration in the Senate. 
Mr. Davis. Did it cover all Federal employees, or just one or two 
agencies? 

Mr. Marrtrny. I hesitate to say this, because I am not too familiar 
on that point, but I believe it covered all Federal employees. 

There was another bill that did extend this benefit to the Secretary 
of the Treasury as it applied to internal revenue employees, and that 
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now is contained in the Internal Revenue Code (26 U.S. Code. 7803). 

Mr. Davis. That became law, did it? 

Mr. Marriny. It did become law and it is very similar to the bill 
you are now considering here, [t merely permitted the Secretary of 
the Treasury to pay the premiums on the bonds of employees of the 
Internal Revenue Service. 

Mr. Davis. ] think I remember that bill now, since you mention it. 
Was that enacted in the last Congress? 

Mr. Martiny. It was enacted as part of the Interna] Revenue Code 
that was modified in the last Congress. 

Mr. Davis. Is that working satisfactorily? 

Mr. Martiny. As far as we know, it is working satisfactorily. 

Mr. Been, | might mention that ] did check with the Treasury on 
that and it is not in effect yet, but will be shortly, They ran ‘into 
some problems in respect to those bonds. That was because thy bonds 
were so restricted, only a few people could bid. But they have now 
worked that out. 

That would not be the case under this bill, because there are some 
80,000 bonds it wil] represent. 

Mr. Davis. With reference to the bidding on these bonds, Mr. 
Martiny, you heard the questions and the conversation had with Mr. 
Robertson on that subject, 

Mr. Marrtiny. Yes, sir, 

Mr. Davis. Just What is the procedure in securing bids for a bond 
of this nature? 

Mr. Martiny. In unswer to the question You presented to Mr. 
Roberison, I do not know whether it is required that all of the pre- 
miums be standard. I would Suspect that they would not be in an 
Operation of this type, for this reason. that the surety companies were 
consulted several times in drafting the Other legislations. and I pre- 
sume if that had been the case they would not have gone along with 
the provision that is in this other bill regarding advertising, 

Under the Post Office Department’s bill that would he subject to 
the usual] requirements of advertising which are in 41 United States 
Code o. We do not believe that those provisions lend themselves 
favorably to this type of operation and. as a result of these Past. con- 
ferences, everybody was of the consensus of opinion that they should 
have just a little different type of provisions as to procurement from 
the lowest responsible bidder that would be the most advantageous 
to the Government. And there are provisions on that in these other 
bills. 

Mr. Davis. ] notice in the last paragraph on page 2 of your state- 
ment you say that you do favor egislation to correct the present 
bondirg system. Just what do you mean by that? 

Mr. Marviny. We believe that the premiums that are actually 
paid are unrealistic When compared to the actual recoveries made 
by the Government. For example, our surveys have shown that 
during the Period 1930 to 1959 the premiums paid to these bonding 
companies have amounted to approximately 530,500,000. That is an 
average of $1,326,000 a year. The net losses during that same Period, 
including approximately 50 percent for administrative cost of the 
insuring companies, have amounted to $4,842 998. Or an annual aver- 


age recovered by the Government of $210,562. This could be com- 
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pared with an estimated cost to the Government of administering and 
processing the actual bonds of approximately $400,000 each year. 
In other words we estimate it costs the Government $400,000 a year 
to handle these individual bonds. In return for that, the Government 
is made whole for losses in an average amount of only $210,000. We 
believe the requirement that these employees pay these premiums is 
entirely unrealistic and we do favor that the system be corrected in 
some way. 

Mr. Davis. Does that apply to all Government agencies, or just 
the Post Office? 

Mr. Marriny. It applies to all Government agencies, but the Post 
Office Department has by far the largest number of bonds. 

Mr. Davis. This recovery you have just me ntioned and the cost 
of processing applies to all Government agencies? 

Mr. Marriny. Applies to all Government agencies. It is esti- 
mated there are approximately 500,000 bonds of the Post Office De- 
partment, and that is based purely on the number of employees. I 
noticed the prior witness indicated there was possibly over a million 
individual bonds. In any event, that figure, as compared to the total 
number of bonds throughout the entire Government remaining, is less 
than 60,000 bonds. Those were figures furnished by the Treasury 
Department. So the Post Office Department has by far the largest 
percentage of coverage. 

Mr. Davis. What does the term “position schedule’ mean, Mr. 
Martiny? 

Mr. Marriny. To cover a position schedule bond, we would con- 
template that in a particular agency we would list certain positions, for 
example, as a certifying officer or bonding officer position, or possibly 
a property accountable officer. Those positions would be listed and 
these position schedule bonds would be procured to cover that list of 
positions. Whereas a blanket bond would cover all of the employees 
in a particular agency, or in a particular field. 

Mrs. Sr. GeorGe. Mr. Martiny, would you favor H. R. 2551 or 
311 over the present bill? I rather gathered from your testimony 
that you did. And what is the exact difference between the two bills? 
Mr. Marrtiny. It is a little difficult for me to answer that, because 
right now the Comptroller General has not taken a position on those 
other two bills. In the past, we would have done that; but, today, 
with the new Comptroller General and the divergence of opinions in 
our own office, we do not know which type of coverage we are going 
to recommend. We hope to have that very shortly for these other 
committees which are handling these bills. 

If you are going to consider any bill, then we would favor follow- 
ing S. 311. That is just a little different from the provisions of 
H. R. 2551. And the reason we say that is that that bill is patterned 
to amend title 6 of the United States Code which deals with official 
— penal bonds. And, the way the language of the statute now 
eads, there are some prohibitions in title 6 which would be over- 
come without reference by the provisions of the present bill you are 
considering. In other words, this bill does not make reference to 
those prohibitions. 

Mr. Davis. They would be repealed by implication, or modified 
by implication. 
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Mr. Martiny. They would not be repealed, but exemptions would 
be brought in, and that is the case in Internal Revenue. We do not 
particularly like that type of legislation, because exemption is pro- 
vided by statute to a specific bill without referring back to the general 
legislation. 

Mrs. Sr. Georce. But you still have no objection to this bill as 
an interim measure? 

Mr. Martiny. Yes, we do. My official position this morning has 
to be that we do object to this as an interim measure, because we 
hope we can convince somebody to enact general legislation at this 
session of Congress. 

Mrs. St. Grorce. And you feel this measure would perhaps slow 
that up and prevent it; is that it? 

Mr. Martiny. Yes. We want to see general legislation. 

Mr. Davis. Have you been in the past trying to convince Con- 
gress that they should enact this legislation to apply to all departments? 

Mr. Marriny. We have, sir, since 1935. 

Mr. Davis. And you have not been successful? 

Mr. Martiny. We have not been successful. 

Mr. Davis. Do you think you have a better chance to be successful 
in this Congress than you have been in the past? 

Mr. Martiny. We have no reason to expect we would be more 
successful. 

Mr. Fasce.i. Mr. Martiny, you say we ought to have some plan 
to do away with the present system? 

Mr. Martiny. Yes. 

Mr. Fascetu. And that we certainly do not want a bonding fund, 
with which I wholeheartedly agree. So that leaves only the one 
method; is not that correct? 

Mr. Marriny. No; there would be two methods. There could be a 
commercial type of bonding system, such as is contemplated here, 
or the Government could be a self-insurer. There are a lot of advo- 
cates of that method. 

Mr. Fasceuu. I am not one of them, just to make the record clear 
on that point. 

What this bill proposes would be that the Government would pay 
the premium for a commercial bond? 

Mr. Martiny. That is true. 

Mr. Fasce.u. From that point of view, does your Department have 
any objection? 

Mr. Martiny. I am not just in a position to recommend on that 
today. 

Mr. Fasce.u. In other words, you will not take a position on the 
question of whether or not the Government ought to become a self- 
insurer? 

Mr. Marriny. That is right; 1 am not taking a position as to 
whether the Government should be a self-insurer, or whether it should 
enter into the field of paying the premiums on commercial-type bonds. 

Mr. Fascetui. But you are satisfied in your own mind that the 
present.system whereby the employee pays that premium shou.d not 
continue? 


Mr. Martiny. That is right, and that is the official position of our 
office. 
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Mr. Fasceiu. And if this committee was to report this bill favor- 
ably, you would have no objection? 

Mr. Martiny. That is true. 

Mr. Fasceiti. Even though the question of self-insurance had not 
been considered? 

Mr. Marriny. That is true. 

Mr. Fascety. We are talking about general legislation to accom- 
plish this matter and you say you have been trying now for 20 years 
to do that, or your Department. 

Mr. Martiny. Approximately 20 vears; ves. 

Mr. Fascexy. But Internal Revenue has already gotten that sort of 
legislation? 

Mr. Marriny. That is true. 

Mr. Fascety. You say the Post Office Department writes a million 
separate bonds, or about that, as an estimate? 

Mr. Marriny. Yes. 

Mr. Fascetu. And the balance of all other Government agencies 
only required 60,000 bonds? 

Mr. Marriny. [ think that is true. 

Mr. Fascetyi. Do not you think the dog is waiting on the tail? 

Mr. Marriny. Personally I agree with you, but I cannot state that 
officially. 

Mr. Fascetu. Do you see any pit tion if this committee saw fit 
to consider this bill favorably that would take care of the million 
bonds now and let the other 60,000 come along if and when they got 
ready? 

Mr. Marriny. I am sure I would not object if the subcommittee 
saw fit to take that action. 

Mr. CrepersperG. We have H: R. 2551 before the Government 
Operations Committee and S. 311 before the Post Office and Civil 
Service Committee of the Senate. Have you talked to the people in 
Government Operations as to when they are going to hold hearings 
on that particular bill? 

Mr. Martiny. I am not aware when the Government Operations 
Committee might consider it. We have been requested by those 
committees to report on their bills and we assume, when those reports 
are in, that they will hold hearings. We have contacted the Senate 
Committee on Post Office and Civil Service and they are interested, 
but are not attempting to favor either general or specific legislation. 
They have both bills before their committee. 

The bill you have here would be general legislation, and it is our 
impression that they will try—I should not put myself in the position 
of saying what the committee will do, but we have consulted with 
them 

Mr. CeperserG. The Government Ope ‘rations Committe e has been 
referring these bills to you over the past number of years? 

Mr. Marriny. That is true. 

Mr. Ceprerserc. But the fact that they refer them to you would 
be no indication they are going to do anything with the report after 
they get it. 

Mr. Martinxy. No, it would not. 

Mr. Ceperserc. Therefore, | would be inclined to go along with 
this bill as a step in time, rather than waiting for the other situation 
to develop, although it might be more appropriate. 
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Mr. Maxrtiny. I would suggest that you do that, with the sugges- 
tion that you substitute the provisions of those other bills. 

Mr. Fasceuu. Of S. 311? 

Mr. Martiny. Of S. 311, and make them applicable to the other 
agencies. 

Mr. Davis. If there are no further questions, thank you very much, 
Mr. Martiny. 

The next witness will be Mr. Jesse Horton, legislative representa- 
tive, National Association of Postal Supervisors. 

We are glad to have you as a witness, Mr. Horton. Come around 
and have a seat and give us your views on this legislation. 


STATEMENT OF JESSE HORTON, LEGISLATIVE REPRESENTATIVE, 
NATIONAL ASSOCIATION OF POSTAL SUPERVISORS. 


Mr. Horron. Thank you, Mr. Chairman. For the purpose of the 
record, I am Jesse B. Horton, legislative representative of the National 
Association of Postal Supervisors. 

We sincerely appreciate this opportunity to appear before you in 
support of H. R. 4778, which would authorize the Postmaster General 
to purchase surety bonds to cover all personnel in the postal service 
and pay the premiums from postal funds. From time immemorial, 
every employee in the postal field service has been required to furnish 
at his own expense, a surety bond against dishonesty or other serious 
irregularity. These individual surety bonds range in amount from 
$100 to $100,000, according to the degree of financial responsibility. 
Premiums paid by employees range from 50 cents to $1.30 per $1,000, 
and the annual premiums paid by thousands of employees with heavy 
financial accountability are in excess of $100, many of them as much 
as $130. 

The trend through the years in financial institutions, municipal and 
State governments, and in business and industry generally has been 
toward payment of premiums on surety bonds covering their employees 
by the employer, and it is rare indeed that any employee in those 

categories is now required to pay the premium on his own surety 
eels which after all is for the protection of the employer. 

All of the more than 500,000 postal employees pay their own bond 
premiums, but m other Federal departments and agencies only those 
who handle finances, probably less than 100,000 of a total of nearly 
2 million, are under surety bonds, and it is understood that some 
Federal agencies, including Internal Revenue and the Department of 
Defense, now pay the premiums on surety bonds covering their em- 
ployees. Comparing 500,000 postal employees with probably 100,000 
employees in all other Federal departments who are bonded, it would 
appear fully justified that a separate bonding procedure be established 
for the posial service. 

For several years past your committee has deferred action on bills 
to provide a bonding procedure for the postal service while the Com- 
mittee on Government Operations has endeavored to work out a 
bonding procedure to cover all Federal employees, but without success 
because some of the department heads have been unable to reach 
agreement on a satisfactory procedure. Now that the Postmaster 
General has recommended the en: . tment of the legislation incorpo- 
rated in H. R. 4778, which will enable the Post Office Department to 
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assume payment of bond premiums at a cost far below that now 
being paid by individual employees because of the huge blanket 
coverage, for surety bonds which are exclusively in the interest of the 
Government, we urge you to report the bill favorably for enactment 
into law. 

Mr. Davis. Mr. Horton, you sav in your statement that the 
Department of Internal Revenue and the Department of Defense are 
now paying bond premiums on their employees. Do you have any 
information about the Department of Defense and what that amounts 
to and how it is operated? 

Mr. Horion. I have no special information, Mr. Chairman. I 
have understood that some employees in the Department of Defense 
have their bond premium paid by the Government. I have nothing 
specific on that, however. 

In the Internal Revenue Bureau, it is my understanding that legisla- 
tion last year enabled the Internal Revenue employees to have their 
bond premiums paid by the Government. 

Mr. Davis. Mr. Lesinski? 

Mr. Lesinsktr. You have seen the provisions of these bills, S. 311 
and H. R. 2551 and H. R. 4778? 

Mr. Horton. Yes. 

Mr. Lestnskxr. Do you feel that either one of them, the language 
in either one, is all right, or do you prefer the language of one to the 
other? 

Mr. Horton. Insofar as the language is concerned, I would indicate 
no preference. However, the bill under consideration here, which 
refers only to the Post Office De ‘partment, and that has been mentioned 
by Mr. Martiny and previous witnesses, the number of postal employ- 
ees that are bonded, and that is all of them—— 

Mr. Lestnskr. Yes. 

Mr. Horton. The number is so far in excess of those in the other 
Departments that it would certainly seem proper if, since we have had 
a delay of se vers al vears in trying to get some legislation, that would 
cover all of the Federal employees, ‘that this legislation for postal 
emplovees, since it will take care of the problems for 80 percent, at 
least, of Federal employees, would be properly justified as a measure 
to pass 

Mr. Lesrnskr. In other words, the advantages are paramount in 
this bill, in vour judgment. 

Mr. Horron. In my judgment, ves. 

Mr. Lesinskrt. Thank vou. 

Mr. Davis. Mrs. St. George? 

Mrs. Sr. Grorae. Mr. Horton, I gather that this bill which is likely 
to be passed and therefore, since there is no objection from the De- 
partment that it should be passed, vou think, rather than waiting for 
something else that may be held up for the other departments of the 
a is that correct? 

. Horton. That is correct, and that is based on the fact that the 
bills lave fo he en under consideration for several vears. 

Mrs Sr. Grorce. | agree with vou on that point of view, and | 
think vou are perfectly nght. Thank vou very much. 


-—- 
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Mr. Davis. Mr. Fascell. 

Mr. Fascety. No questions. 

Mr. Davis. Mr. Cederberg? 

Mr. CeperBerG. No questions. 

Mr. Davis. Thank you, Mr. Horton, for your statement. 
Mr. Horton. Thank you. 


STATEMENT OF WILLIAM C. DOHERTY, PRESIDENT, NATIONAL 
ASSOCIATION OF LETTER CARRIERS 


Mr. Davis. We are glad to have as our next witness Mr. William 
Doherty, president, National Association of Letter Carriers. 

Mr. Douerry. Mr. Chairman and members of the committee, for 
the record, my name is William C. Doherty. I am president of the 
National Association of Letter Carriers. 

I have no prepared statement, Mr. Chairman. I merely want to 
place the organization I have the honor to represent on record in 
complete support of H. R. 4778, the measure introduced by Congress- 
man Alexander. 

I take this opportunity to compliment the Congressmen, as well as 
the Postmaster General, for having had the foresight and vision to have 
this type of legislation presented to the Congress. Over a long period 
of years, it has been a crying need in the field service of the Post 
Office Department, where the Government pays the premium on the 
surety bonds. 

As one who has actively worked in the Post Office Department for 
nearly 20 years, in Cincinnati, Ohio, | can tell you that it is most 
embarrassing to have to pay this bond premium, which, at that time, 
amounted to 50 cents, and a little later, 60 cents, and [ understand it 
is higher. Often times, it is found that through negligence, some em- 
ployee would forget to pav the bond premium and there was a tre- 
mendous amount of work involved, going around to get the various 
postal people to pay up on time. And it is a general nuisance, I think 
this is a great forward step by the departmental authorities to bring 
forth this proposal. And hope and pray that the House Post Office 
Committee as a whole, after your subcommittee has completed its own 
hearings, will report the bill favorably to the House and that it will 
become law, during the current session of the Congress. 

That concludes my statement, Mr. Chairman 

Mr. Davis. Thank you, Mr. Doherty. 

Are there any questions, Mr. Lesinski? 

Mr. Lestnskr. No questions. 

Mr. Davis. Mrs. St. George? 

Mrs. St. GeorGe. No questions. 

Mr. Douwerty. Mr. Fascell, any questions? 

Mr. Fasceuu. No. 

Mr. Davis. Mr. Cederberg? 

Mr. CreperBERG. No. 

Mr. Davis. You have presented your views so lucidly Mr. Doherty 
that nobody wants to ask you any questions. 

Mr. Douerty. I appreciate that very much. Again, I want to 
express my deep appreciation for this opportunity to be heard. 
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STATEMENT OF E. C. HALLBECK, LEGISLATIVE REPRESENTATIVE, 
NATIONAL FEDERATION OF POST OFFICE CLERKS 


Mr. Davis. Our next witness if Mr. E. C. Hallbeck, legislative 
representative, National Federation of Post Office Clerks. 

The committee will be very gled to hear you at this time, Mr. 
Hallbeck. 

Mr. Hatiseck. Thank you, Mr. Chairman, and members of the 
committee, 

For the purpose of the record, I am E. C. Hallbeck, legislative 
representative of the National Federation of Post Office Clerks, with 
offices at 711, 14th Street NW., Washington, D. C 

| represent slightly more than 115,000 clerks in post offices of the 
first, second, and third classes, who are required to furnish surety 
or fidelity bonds in varying amounts as a condition to their employ- 
ment. 

The amount of the bond required is determined by postmasters 
but is based largely upon stamp stock credits or the duties of em- 
ployees. Customarily, letter distributors who handle no funds are 
bonded in the amount of $1,000 per annum for which the rate is 
presently 65 cents per year. Other employees who handle stamps, 
money orders, and registered mail, are required to carry bonds of a 
higher amount and in the case of the employees who handle money 
orders and registered mail exclusively, they are required to pay an 
extra premium which brings the cost of the bond to $1.30 per thousand. 

And I might say right at this point, in my own case, that my bond 

premium is $1.30 per thousand and is payable 4 years at a time, so 
that the actual cost for paying the bond premium is $5.20. While 
the amount of money involved per employee is perhaps inconsequen- 
tial by present-day standards, it seems to me that the principle to 
require an employee to furnish his own surety and to pay for that 
surety out of his own pocket is a departure from normal business 
practices which should be corrected. The organization I have the 
honor to represent has for many years been endeavoring to secure 
the enactment of legislation which would provide that the Federal 
Government pay the cost of all surety bonds. The bill now under 
consideration, H. R. 4778, would seem to meet this requirement, and 
we heartily endorse such legislation. This subject has been before 
the Congress on many previous occasions and in the vear 1950, a 
bill having a very similar purpose passed the House of Representatives 
but failed of Senate action. 

I might add here that the House action resulted from hearings con- 
ducted by the Committee on Government Operations of which 
Congressman Karsten, of Missouri, was the chairman of the subcom- 
mittee. That bill died in the Senate as has most of the legislation 
dealing with this subject when it was applicable to all employees, not 
only postal but employees of Government departments and agencies. 

Certainly we have no objection to the enactment of legislation 
which would cover all employees, but experience has de monstrated, 
[ think, that we are not going to get that kind of legislation. It has 
been before the Congress on too many occasions without results, and 
we believe that the present method, the method contemplated in this 
bill now under consideration by your subcommittee, would probably 
in the long run be more conducive to action, and action that we need. 


—_ 
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We are perfectly willing to sacrifice the principle involved in order to 
get some relief for the vast bulk of employees who need it the most, 

[ hope that this subcommittee will take such steps as may be neces- 
sary to bring about an early report on the bill, H. R. 4778, and we 
hope for its early enactment. Thank you, Mr. Chairman. 

Mr. Davis. What year did you say the House passed a bill and the 
Senate did not act? 

Mr. HauuBeck. 1950. 

Mr. Davis. Who did you say was the author of that bill? 

Mr. Hauuspeck. I do not recall the name of the author but Mr. 
Karsten, of Missouri, was chairman of the subcommittee which con- 
sidered it. 

Mr. Davis. Yes. 

Mr. Hatipeck. I know the hearings were held but I do not know 
just who was the author of that bill. 

Mr. Davis. Thank you. 

Any questions, Mr. Lesinski? 

Mr. Lestvsk1. My questions have been answered already, Mr. 
Chairman. 

Mr. Davis. Mrs. St. George? 

Mrs. Sr. GeorGce. Mr. Hallbeck, I want to commend you for your 
statement and to add that I think you have taken an intelligent 
approach in saying that you want to get something done rather than 
attempting to get some protection which we will not get. 

Mr. Hatueeck. I am quite sure that we are not going to get it. 

Mr. Davis. Mr. Fascell? 

Mr. Fasceitu. No questions. 

Mr. Davis Mr. Cederberg? 

Mr. CeperBera. No questions. 

Mr. Davis. We thank you very much, Mr. Hallbeck, for your 
statement. 

Mr. Hatupeck. Thank you. 


STATEMENT OF C. B. GRAVITT, JR., SECRETARY, NATIONAL 
LEAGUE OF DISTRICT POSTMASTERS 


Mr. Davis. Our next witness is Mr. C. B. Gravitt, Jr., secretary, 
National League of District Postmasters. 

Mr. Gravirr. Mr. Chairman and members of the committee, it is 
a pleasure to appear before this committee this morning. For the 
purpose of the record, my name is C. B. Gravitt, Jr., attorney and 
legislative representative of the National League of Postmasters of 
the United States, with headquarters at 1110 F Street NW. 

The National League of Postmasters endorses H. R. 4778, which 
provides for the purpose of bonds to cover postmasters, officers, and 
emplovees of the Post Office Department. 

Postmasters should be relieved of the payment of the premium 
on official bonds, as they are obtained for the protection of the Gov- 
ernment and such practice would be in accord with the present practice 
of private industry. 

According to Post Office Department figures covering a 9-year 
period, $612,000 was paid for bonds each year and an average of 
$78,300 was collected from surety companies each year. | hope that 
something can be done to relieve the postal workers from paying out 
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this large amount of money for which the Government is getting very 
little in return. 

For example, the fourth-class postmasters would pay approximately 
$82,000 a year. Their salaries range from $326 to $2,600 a year. They 
would appreciate very much having this relief from paying bond 
premiums. 

I hope your committee will take favorable action and report a bill 
that will adequately cover this important subject. 

Mr. Davis. Thank you very much for your statement. 

Any questions, Mr. Lesinski? 

Mr. Lesinski. No questions. 

Mr. Davis. Mrs. St. George? 

Mrs. St. Georar. No questions. 

Mr. Davis. Mr. Fascell? 

Mr. Fascreiy. No questions. 

Mr. Davis. Mr. Cederberg? 

Mr. Ceprersera. No questions. 

Mr. Davis. Thank you very much for your statement. 

Mr. Gravirr. Thank you, Mr. Chairman. 


STATEMENT OF SAMUEL E. KLEIN, PRESIDENT, UNITED NATIONAL 
ASSOCIATION OF POST OFFICE CLERKS 


Mr. Kuer. Mr. Chairman and members of the committee, my 
name is Samuel E. Klein. I am president and legislative representa- 
tive of the United National Association of Post Office Clerks. Ours 
is an independent organization unaffiliated with any outside labor 
group. 

The bill, H. R. 4778, introduced by Congressman Alexander, pro- 
vides that whenever the Postmaster General deems it to be in the best 
interests of the Government he may, under such regulations as he may 
prescribe, purchase out of appropriations or other funds available to 
the Post Office Department, such blanket position, position schedule 
or other type of surety bonds as he may deem appropriate to cover any 
employees of the Post Office Department. 

Our association over the years has advocated legislation such as 
proposed in this bill, so that the Government would take over the 
premiums now paid by employees of the postal service to insurance 
companies. This is not an innovation and no precedent would be 
established, inasmuch as in outside industry all large firms or corpora- 
tions bond employees who have a financial responsibility and the 
employer pays the cost of the premium in all instances. In the postal 
service our employees pay the pre mium costs and derive absolutely 
no benefits for such payments. The only beneficiary is the United 
States Government and, while I do not know the percentage of claims 
paid out by insurance companies to the Post Office Department to 
cover losses sustained through depredation, I am positive the cost of 
premiums to our employees on a percentage basis would be extremely 
high, as compared to the claims paid. 

You have heard this morning what the figures are. 

I would like to point out to this committee how these insurance 
companies operate to the detriment of our employees. During the 
Christmas season thousands of persons are hired for the Christmas 
rush, which usually lasts approximately 3 weeks, after which their 
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services are no longer required. These persons are forced to pay for 
1 year surety bond, costing 50 cents, while their services are terminated 
after 3 weeks and no refund is made. 

I, personally, have been on leave of absence from the postal service 
for over 3 years and have not performed a single day’s work in the 
Post Office Department during that time. This leave of absence was 
granted to me by the Post Office Department to fulfill my present 
duties. Nevertheless, in order to retain my status on the rolls, I am 
required each July 1 to pay 65 cents for my surety bond to the insur- 
ance company. 

In New York City the superintendent of a large station is bonded 
for $50,000, at a premium rate of a dollar per thousand, costing that 
individual $50 per year for his bond. ‘The cashier at that same sta- 
tion, who is in charge of all stamp stock, money orders and all finances, 
is similarly bonded for $50,000, for which he also pays $50 per yea 
If the cashier becomes ill and might be absent for a month or so, a 
foreman or assistant superintendent whose normal bond is $25,000 
would be designated to cover the absent cashier. The bond of the 
foreman or assistant superintendent would be increased to $50,000 
and the permanent cashier would receive no refund from the insurance 
company for the period of his absence. Thus, three persons are 
bonded for $50,000 for the same position of financial responsibility. 

A letter carrier, who is entrusted to carry the mails, is bonded for 
$1,000, at a cost of 50 cents a year, while the distributing clerk who 
prepares the mail carried by the carrier, has to pay 65 cents a year for 
the same $1,000 coverage. 

The Post Office Department is the collection agency for the insur- 
ance companies. The company sends the bill for the employees to 
the Postmaster and the maze of paper work entailed thereafter is un- 
believable, at no expense to the insurance company. The postmaster 
must maintain a complete card index for each employee, listing the 
coverage of the bond, date the bill was iene to him; the employee 
must exhibit evidence of date of payment which is recorded on the 
index card. If the employee becomes delinquent, the postmaster 
must issue 2 or 3 notices to the employee, directing him to pay. Ina 
large city where there are stations, this same work is duplicated at the 
station, as well as the main office. In the event an employee is trans- 
ferred from one point to another, a transcript of his card must be sent 
to the new station of employment, entailing additional work. All this 
work, and, possibly, more, at no expense to the insurance company. 

We, therefore, believe that if the Gov ernment purchased a bl: inket 
bond for all employees in the postal field service, the cost of the pre- 
miums would, in a large measure, be defrayed by the amount of man- 
hours saved over the year by the elimination of the voluminous work 
involved. 

I wish to express my appreciation to the members of this committee 
for affording me an opportunity to express our views. 

Mr. Davis. Thank you, Mr. Klein. 

Are there any questions, Mr. Lesinski? 

Mr. Lestnski. Mr. Klein, in other words, the amount of work 
entailed by the Post Office Department at the present time, you think, 
costs a lot more than what the bond premiums actually cost, because 
of the amount of time spent on the work that piles up in the Depart- 
ment? 
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Mr. Kunin. You are so right. 

Mr. Lestnskit. | must say that I think this is a definite step 
forward and should be enacted into law. 

Mr. Davis. Mrs. St. George? 

Mrs. Sv. GeorGrE. No questions. 

Mr. Davis. Mr. Fascell? 

Mr. Fasceii. No questions. 

Mr. Davis. Mr. Cederberg, any questions? 

Mr. Ceperserc. No, Mr. Chairman. 

Mr. Davis. Thank you very much, Mr. Klein, for your statement. 

Mr. Kiem, Thank you. 


STATEMENT OF THOMAS G. WALTERS, OPERATIONS DIRECTOR, 
GOVERNMENT EMPLOYEES’ COUNCIL 


Mr. Davis. Mr. Horton. 

Mr. Horton, Mr. Chairman, Mr. Walters had hoped to be here, 
Mr. Chairman, but he would like permission to file a statement later 
recording the Government Employees’ Council as favoring the 
enactment of this legislation. 

Mr. Davis. That may be done. 

(The statement referred to follows:) 


GOVERNMENT EMPLOYEES CoUNCIL 
OF THE AMERICAN FEDERATION OF LABOR, 


Washington, D. C., March 30, 1955. 
Congressman JAMES C. Davis, 


Chairman, Subcommittee on H. R. 4778, 
House O fhice Bu ding, Washi? glon 25, D. c:. 
My Drar ConGressMANn Davis: Please forgive me fo: 
hearing, but T was busily engaged in the salary legislation. 
lL appreciate very much your granting me the opportunity and privilege of filing 
a statement on H. R. 4778. The Government Emplovees’ Council is in favor of 
the intent of H. R. 4778, but strongly recommends that the bill be amended to 


cover all Federal emplovees who are required, by law or regulations, to be covered 
by a surety bond. 


being late at today’s 


We are of the opinion that the Federal Government could save millions of dollars 
in a few years if the Government would establish and own and operate their own 
bonding plant. We realize that the bond premium, per employee, is a small 
amount, but when added together makes a tremendous sum, and one that the 
employee should not be required to underwrite. We of the council strongly 
endorse and recommend the principle of all employees of being relieved of paying 
premiums on their individual bonds. 

Thanking vou for your courtesies and support, and with kindest 
regards, ! am 


Most sincere iv, 


personal 


Tuomas G. WALTERS, 
Op ations Directo 


STATEMENT OF GEORGE WARFEL, PRESIDENT, NATIONAL 
ASSOCIATION OF SPECIAL DELIVERY MESSENGERS 


Mr. Davis. Our next witness is Mr. George L. Warfel, president, 
National Association of Special Delivery Messengers. 

Mr. Warrex. Mr. Chairman, and members of the committee, as 
identification, my name is George L. Warfel, president of the National 
Association of Special Delivery Messengers. 
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At several of our national conventions we have adopted resolutions 
calling for the enactment of legislation under which the cost of fidelity 
bonds required of postal employees would be paid by the Department. 
I personally know of no instances in employment outside of the 
Government service where the management does not provide such 
surety bonds without cost to the employees. 

While the cost of the fidelity bonds required of special-delivery 
messengers is small, being less than $1 per annum for each employee, 
we feel that the principle involved in the present practice is wrong and 
should be corrected by the Congress. We are also well aware of the 
considerable cost involved to those employees who have great financial 
responsibility. 

We, therefore, endorse the bill H. R. 4778, and thank you for this 
opportunity to be heard. 

Mr. Davis. Thank you for your statement. 

Any questions, Mr. Lesinski? 

Mr. Lestnsxi. No questions. 

ir. Davis. Mrs. St. George? 

Mrs. St. Georae. No questions. 

Mr. Davis. Mr. Fascell? 

Mr. Fasceti. No, Mr. Chairman. 

Mr. Davis. Mr. Cederberg? 

Mr. Cepersera. No questions. 

Mr. Davis. Thank you very much, Mr. Warfel. 

Mr. Warrext. Thank you. 


STATEMENT OF HAROLD M’AVOY, PRESIDENT, NATIONAL ASSO- 
CIATION OF POST OFFICE AND POSTAL TRANSPORTATION 
SERVICE, MAIL HANDLERS, WATCHMEN, AND MESSENGERS 


Mr. Davis. Our next witness is Mr. Harold McAvoy, president, 
National Association of Post Office and Postal Transportation Service, 
Mail Handlers, Watchmen, and Messengers. 

Mr. McAvoy. Thank you, Mr. Chairman and members of the 
committee for the privilege of appearing before you this morning. 

| have no prepared statement, but for the record, my name is 
Harold McAvoy, president, National Association of Post Office and 
Postal Transportation Service, Mail Handlers, Watchmen, and 
Messengers. 

Our organization feels that H. R. 4778, pending before the com- 
mittee, is long past due and we sincerely urge that your committee 
give this legislation speedy consideration and report it out as soon as 
possible. 

I would like to thank the Postmaster General for his interest and 
the distinguished Member of Congress, Mr. Alexander, for introducing 
the bill. 

Mr. Davis. We are glad to have your statement, Mr. McAvoy. 

Are there any questions by members of the committee? 

If not, we thank you very much for your statement, Mr. McAvoy. 

Mr. McAvoy. Thank you. 
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STATEMENT OF GEORGE RILEY, MEMBER, LEGISLATIVE 
COMMISSION, A. F. OF L. 


Mr. Davis. Our next witness is Mr. George Riley, member, 
legislative commission of the American Federation of Labor. We 
are glad to have you with us, Mr. Riley. 

Mr. Ritey. Thank you; Mr. Chairman, and members of the com- 
mittee, in coordination of our affiliated unions, I wish to endorse the 
bill in principle and in letter, and inasmuch as bonding is a manage- 
ment tool, we think that it is properly a charge that should be on the 
Government rather than on the individual. I think that is about all 
I need to say, Mr. Chairman. 

Mr. Davis. We appreciate your statement. 

Are there any questions, Mr. Lesinski? 

Mr. Lestnsx1. No questions. 

Mr. Davis. Any questions by any other member of the committee? 
If not, we thank you, Mr. Riley. 

Mr. Ritry. Thank you. 


STATEMENT OF ROSS MESSER, LEGISLATIVE REPRESENTATIVE, 
NATIONAL ASSOCIATION OF POST OFFICE AND GENERAL 
SERVICE MAINTENANCE EMPLOYEES 


Mr. Davis. Our next witness is Mr. Ross Messer, representing the 
National Association of Post Office and General Service Maintenance 
Employees. 

We are glad to have you with us, Mr. Messer. 

Mr. Messer. Thank you, Mr. Chairman. 

| am Ross Messer, legislative representative, National Association 
of Post Office and General Service Maintenance Employees. 

I do not have a prepared statement, but I would like to place our 
association on record as favoring the bill under consideration, H. R. 
4778, or something of that general line. 

Mr. Chairman, Mr. Paul M. Castiglioni, legislative representative 
of the National Federation of Post Office Motor Vehicle Employees 
requested that I put his federation on record as favoring the bill, 
because he is unable to be here this morning. 

Mr. Davis. Thank you very much. Are there any questions by 
members of the committee? 

If not, we thank you very much, Mr. Messer. 

Mr. Messer. Thank you. 


STATEMENT OF JOHN M’CART, LEGISLATIVE REPRESENTATIVE 
AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES 


Mr. Davis. Our next witness is Mr. John McCart, legislative 
representative, American Federation of Government Employees. 

We are glad to have you, Mr. McCart. 

Mr. McCarr. lam John McCart, legislative representive American 
Federation of Government Employees. 

We have provided the committee with a prepared statement which 
I think justifies the needs for the passage of H. R. 4778, and I think 
ample justification has been given by the previous witnesses and in 
the prepared statement. I simply desire to endorse this legislation 
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and to suggest to the committee that it give consideration to chang- 
ing the language to apply to other departments where employees are 
required to purchase bonds at their own expense. 

We are not unmindful of the need for the passage of this legisla- 
tion. Actually, however, the difficulties which have been encoun- 
tered have been of procedure in accomplishing the legislation rather 
than objecting to the passage of the legislation itself. 

From the comparative standpoint, the number of employees work- 
ing in other agencies who are required to expend this money for surety 
bond coverage is relatively small, and we feel that if the committee 
desires to report this legislation out as it is, we certainly register no 
objection to it. On the other hand, we urge that you give serious 
consideration to the possibility of expanding the provisions to include 
all these Federal employees who are now required, at their own ex- 
pense, to pay bond premiums. 

Mr. Davis. You have heard the discussion here, Mr. MeCart. It 
seems there has been quite a lot of difficulty incident to securing the 
enactment of legislation in the past that would cover all Government 
agencies, and I think from what we have heard here this morning 
that this subcommittee is inclined to go ahead with this bill and let 
the other matter take care of itself. 

Mr. McCarr. We certainly have no objection, Mr. Chairman, to 
the committee’s decision to provide this very much needed coverage 
for postal workers, and if that is the decision of the committee, we 
would certainly be in accord. On the other hand, we are aware of 
the fact that the same situation exists as to a relatively small number 
of Federal employees in other agencies. 

Mr. Davis. My opinion is that, as the number grows, in Govern- 
ment agencies, which go ahead with separate legislation, as this bill 
provides, that the others will come in, I think, in a relatively short 
time so that everybody will be covered. But to avoid this delay, 
which has been present with the other bills, throughout the years, I 
am of the opinion, and I believe the subcommittee is, that we should 
go ahead with this bill. 

Mr. McCarr. Thank you, Mr. Chairman. 

Mr. Davis. We appreciate your statement. 

Any questions, Mr. Lesinski? 

Mr. Lestysx1. I simply want to say that I believe if we pass this 
bill that the other agencies will come along and follow this precedent. 

Mr. Davis. Yes. 

Mr. Lesinskri. Not that we have any feeling concerning what the 
other people involved should have, but it will offer a precedent, insofar 
as they wish to follow it, to expand the legislation benefits. 

Mr. Davis. Thank you very much, Mr. MeCart. 

Mr. McCarr. Thank you. 

(The prepared statement of Mr. MeCart for the American Federa- 
tion of Government Employees follows: ) 


STATEMENT OF THE AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES 


The American Federation of Government Employees desires to announce: its 
support of H. R. 4778. 

The measure before the committee today authorizes the Postmaster General to 
purchase out of available funds blanket and position schedule or other surety 
bonds to cover the financial responsibility of Post Office Department employees 
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and others in similar categories. This legislation is essential in view of modern 
business practices. 

We would like to emphasize to the committee that many other Federal em- 
ployees are now required to purchase surety bonds at their own expense 

For the past 40 years, there has been no substantive change in the basic statute 

6 U. 8. C. 14) which prohibits the United States from paying any part of the 
premium or other cost of furnishing bonds of Federal employees. Under this 
law, more than 1 million individual surety bonds are written and paid for by 
employees. 

The premiums on these bonds should be considered as a legitimate business 
expense of the agency receiving the protection against fraud or negligence. This 
method of providing financial coverage is in keeping with accepted business 
practice, as well as the procedure in effect among the various State, county, and 
municipal governments throughout the country. 

In addition, the approach provided in H. R. 4778 deals more fairly with em- 
ployees whose employment does not normally include personal expenditures to 
furnish the Government with this type of protection. 

Although the Federal Government does not now pay the premium cost for 
suretv bonds, undoubtedly administrative costs for handling all these records is 
an expensive operation for the Government. When consideration is given to the 
fact thet each of these bonds must be carefully reviewed from time to time to 
determine whether the bond is sufficient in penal sum, that it has not expired, and 
that the surety company involved is a reliable one and has been approved by the 
Treasury Department, the administrative expense becomes a significant item. 

The use of blanket and position schedule bonds will modernize the present 
bonding svstem. Moreover, it will enable the agencies to materially reduce the 
number of individual bonds and hence decrease the administrative cost of handling 
records of Federal bonded personnel, which the Government now absorbs. 

Use of modern position or schedule bonds will give the Government greater 
protection under its fiscal and property operations. Complete safeguard against 
fraud, negligence, and other wrongful acts will not only be strengthened, but also 
guaranteed. 

Legislation which will permit the Government to absorb the premium cost of 
bonding Federal personnel and allow the use of schedule- and position-tvpe bonds 
is a great improvement over existing law. It will pay for its own operation through 
savings in administrative costs which are expended under our existing bonding 
system. 

The loss incurred through misfeasance or malfeasance of Federal emplovees 
bonded over a period of vears represents a remarkably small figure in comparison 
with the gross premiums paid bv these workers at theirown expense. Considering 
the volume of employment and normal turnover in Federal service among finan- 
cially accountable em»lovees, the loss experience on fidelity bonds actually serves 
as a tribute to the essential honesty of these workers. 

lu the tinal analysis, the long-standing practice of requiring Federal Govern- 
ment employees to defray bonding expenses has grown and expanded primarily 
to protect our Government from financial loss. Since the custom had its origin 
in the desire of the Government to minimize losses resulting from dishonesty or 
negligence, it seems just for the employing authority to assume whatever reason- 
able financial obligation is required to provide such protection, 

The psychological effect of requiring the emplovee to refund any principal loss 
incurred through dishonesty or malfeasance will be a sufficient deterrent to 
prevent any increase in the percentage of loss experienced under the present 
system. 

Mr. Chairman, we therefore endorse H. R. 4778 with the reeommendation that 
its provisions be extended to other department and agency heads employing 
Federal workers, who are now required to purchase surety bonds at their own 
expense. 

Our federation is grateful for the hearing scheduled by the committee, which 
afforcs Us an opportunity to present our views on this legislation before the 
committee. 





Mr. Davis. Austin Latimer, legislative counsel, National Associa- 
tion of Postmasters. 

Mr. Beteyv. Mr. Chairman, Mr. Latimer called yesterday and 
stated that, after looking over the long list of witnesses, he did not 
believe you would be able to reach him, but he asked that he be 
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given permission to extend his remarks in the record indicating that 
his association favors the enactment of this le gisl: ation 

Mr. Davis. That permission will be granted.' 

That covers all of the witnesses who are on the list. We have two 
here who have handed in cards indicating they would like to be heard 
and, with the permission of the subcommittee, I will call them. 

The first is Mr. Howard Starling, manager of the Washington office 
of the Association of Casualty Surety Companies. We will be glad to 
hear from you. 


STATEMENT OF HOWARD M. STARLING, MANAGER, WASHING- 


TON OFFICE, ASSOCIATION OF CASUALTY SURETY COM- 
PANIES 


Mr. Staruing. Mr. Chairman and members of the committee, my 
name is Howard M. Starling and I am manager of the Washington 
office of the Association of Casualty Surety Companies, an association 
of stock casualty companies, composed of approxima tely 120 of the 
leading casualty and surety companies in the United States. I apolo- 
gize to the committee for imposing erate ol n an unheralded manner 
here. I think the chairman will find a letter in the file indicating a 
request for the opportunity to be weeds? but due to the fact that we 
had a conference with officials of the Post Office Department vester- 
day afternoon on the proposed bill, we were very much afraid that 
the kind of letter stating our position on the bill would not be here in 
time for this hearing, so, with your permission, I would like to file 
statement in the record. 

First, let me say, Mr. Chairman, and members of the committee, 
that the Association of Casualty and Surety Companies is, and 
always has been, in favor of the principle of the Government paying 
the premium on bonds of its employees. 

We also favor general legislation of this kind that would enable 
the Government to modernize its somewhat archaic system of bond- 
ing its emplovees. None of the remarks I make at this hearing are 
to be construed as objecting to the Alexander bill in principle. 

In our conference with officials of the Post Office Department 
vesterday, we pointed out to them what we consider some rather 
serious defects in the proposed legislation as drafted, and suggested 
amendments to make it a workable bill. In the judgment of the 
people with whom we conferred, they decided not to make the sug- 
gestions as to amendments themselves, and if the chairman would 
permit me, I would like to take the bill and very briefly suggest the 
amendments that we suggested to the Post Office Department, which, 
in our opinion, would be beneficial to the Government. 

Mr. Davis. Very well. 

Mr. Sraruine. And would make it a workable bill and the Post 
Office Department would then be able to buy from the surety com- 
panies the bonds that it needs to effectuate the program 

We have considerable reservation with respect to the title of the 
bill, or, at least, that portion of the bill which says: 


a 


Contractors with the Post Office Department, mail clerks of the Armed 
Forces * * * 


Mr. Latimer subsequently appeared before the subcommittee in its executive s non Apr. 19a 


” 


the statement appears on p. 35. 
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The reason for that is that the bill in general deals with the subject 
of employees of the Government, or of the Post Office Department, and 
the avowed intention of the bill is to provide that the Government pay 
the premiums. There has been brought into the bill, contractors. 
There is no definition of contractors, and the bill, as drafted, could 
include a construction contractor building a post-office facility. It 
could include any type of contractor, even one who supplies materials 
to the Post Office Department under competitive-bidding procedure, or 
otherwise. 

So we would like to suggest that the title of the bill be amended by 
striking out, after the comma in the second line, the words, ‘“con- 
tractors with the Post Office Department, mail clerks of the armed 
services.”’ 

Nor, our suggestion for the elimination of ‘‘mail clerks of the Armed 
Forces” is this: The Congress has already passed legislation waiving 
the bonds on mail clerks im the armed services. There are no bonds 
on mail clerks of the Armed Forces at the present time. 

The language of the present bill would seem to indicate a desire on 
the part of Congress that the bonding of mail clerks in the Armed 
Forces be continued. 

Mr. Fascetyt. Mr. Chairman, may I inquire at this point? 

Mr. Davis. Yes, Mr. Fascell. 

Mr. Fasceity. Obviously the intention of the bill is to include 
contractors, 

Mr. Sraruine. Obviously. 

Mr. Fascexu. Since it is in there. 

Mr. Sraruina. Yes. 

Mr. Fascetu. Now, as I understand your objection, it was purely 
on the technical aspects of it, in that it covered more than just em- 
ployees? 

Mr. Sraruina. Exactly so. 

Mr. Fascentit. Now, is there something wrong with covering 
contractors. 

Mr. SraruinG. Definitely so. 

Mr. Fascenty. Well, | would like you to tell us why. 

Mr. Davis. Let me interrupt you there, Mr. Fascell. Were you 
here when that question was being asked Mr. Robertson, concerning 
this provision? 

Mr. Fascetu. No. If it has already been covered, I withdraw the 
question, Mr. Chairman. 

L was in another committee meeting at the time. 

Mr. Davis. He stated that this term was put in there to cover star 
route carriers, motorboat carriers, and contract stations, and a few 
subdivisions, post office employees, which very properly ought to come 
under the bonding system, I think. 

Mr. Fasceiu. The words should be amended but not eliminated. 

Mr. Davis. I did not want to cut you off; I just thought perhaps 
you would want to know that. 

Mr. Fasce.u. Yes; I appreciate the explanation. 

Mr. Sraruinc. The surety industry would object to the inclusion 
of the contractors even though they only be star route contractors. 

Back in 1950, at the request of the Government, my association 
worked for many months with a committee of the Federal Govern- 
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ment in connection with the Karsten bill, which was passed by the 
Congress in 1950, and we submitted to the Government, and the 
Government approved at that time, an entire Federal bonding 
program, and in the bond forms which were prepared for the Post 
Office Department at that time, section 2 contains these words: 


The word “employee”’ or ‘‘employees’”’ as used in this paragraph shall mean 
those officers and subordinates while in the employ of the Post Office Department 
of the United States of America, during the term of this bond, whe 
employed, are attached to the office or offices under the jurisdiction of such 
offices, and who perform their duties under the supervision or control of the 
postmasters, but is not to mean the postmaster nor any person, firm, or corpora- 
tion known as partners, officers, or employees of such partnerships, firms, or 
corporations, acting under contract with the United States of America, whether 
star route or otherwise. 


» WW hile so 


Mr. Davis. I want to ask you a couple of questions right there, 
if I may. 

Mr. STARLING. Yes. 

Mr. Davis. Do you think that the Government ought to have a 
bond to protect it against any deprivation by star route carriers? 

Mr. STaruina. Yes, sir. 

Mr. Davis. How do you think that should be provided? 

Mr. Straruine. Just exactly the same way as every other contractor 
with the United States of America handles its bonds with star route 
contractors under competitive bids—under contract. They are not 
emplovees of the United States of America Government; they are not 
covered under civil service. They contribute nothing at all to the 
civil service retirement funds and they are not employees of the 
Federal Government. 

Mr. Davis. What particular objection is there from the standpoint 
of your group to the inclusion of this group in the bill? 

Mr. Sraruine. Because of the different type of obligations. In 
speaking of bonds of employees 

Mr. Davis. They carry the mail, just the same as all other 

Mr. Staruina. Yes, they carry the mail. 

Mr. Davis. Similar to any other person who carries the mail, and 
we want coverage to protect against loss. 

Mr. Startinc. The Government should have protection against its 
loss and it does have protection against loss. But the star route 
carrier 

Mr. Davis. What they want to do is to get rid of all of this book 
work, to get the thing in a simplified form. 

Mr. Staruine. There is no book work connected with the star 
route contractor bond: the work is in connection with the employees’ 
bond. 

Mr. Davis. Somebody has to check to see that the bond is kept in 
force. 

Mr. Sraruina. The bond is filed before the contract is entered into, 
and it remains in effect as long as the contractor has the contract. 

Mr. Davis. But somebody in the Department has to keep a check 
on that. 

Mr. Sraruine. There is no check. 

Mr. Davis. Suppose the man lets his bond run out? 

Mr. Staruina. They do not run out; it is a continuing bond. 

Mr. Davis. He has to pay the premium, does he not? 
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Mr. Starting. But even if he does not pay the premium that does 
not relieve the surety company of its liability under the bond, because 
they have written a bond 

Mr. Davis. I do not know that I ever heard of that kind of a bond 
that runs on and on. 

Mr. Staruine. It is a guaranty; it is a contract bond, Judge 
Davis, issued that way. 

Mr. Fasceti. May I ask a question there, Mr. Chairman? 

Mr. Davis. Yes, Mr. Fascell. 

Mr. Fasceiy. Let us assume that the contract carrier gets a bond 
at the time of the contract and the life of the bond is for the life of 
the contract, and the premiums are paid in advance. Let us assume 
that statement of fact. What possible difference could it make to 
you ff that man is included in the bill, except when it comes down to 
the question of collecting in case of a loss? 

Mr. Srartinc. The avowed intention of this legislation is to 
provide that the Government pay the premium on the bonds of 
their employees. They are already paying the premium on the bonds 
of star-route contractors because it is included, as does every other 
contract with the Government, the cost of the bond in the price 
that is paid—the price that he bids. 

We have a Federal statute which savs that every public contract 
in excess of $2,000 shall be bonded. It is the usual thing for all con- 
tractors with the Government contract, to give a bond guaranteeing 
the faithful performance of the contract. 

Mr. Fascruu. I understand. 

Mr. Davis. Mr. Belen, how many of these contractors are there? 

Mr. Breten. The star-route contractors? 

Mr. Davis. Well, in the group that would come under the terms of 
the contract. 

Mr. Beten. I understand there are about 9,000 star routes and 
about 7,000 others. 

Mr. Davis. Very well; go ahead, Mr. Starling. 

Mr. Sraruinec. It is customary and it has been approved by the 
Comptroller General’s Office, that the cost of the bond be included in 
the contractor’s bid, so that the Government is already paying the 
premium, indirectly, on the contractor’s bond, including star-route 
contractors. 

Mr. Fasceti. May I interrupt to ask this question? 

Mr. Davis. Yes, Mr. Fascell. 

Mr. Fasce.i. This item of bond cost is not a definable item in the 
contract. 

Mr. Srariina. It is not; that is correct. 

Mr. Lesrnskr. May I ask a question there? 

Mr. Davis. Yes, Mr. Lesinski. 

Mr. Lesrnskr. What is the difference in the premium paid by the 
star-route carrier and a regular employee, a letter carrier? 

Mr. Sraruine. The rate of premium on the star-route contract is 
1 percent of the contract price. The rate of premium on the bond of 
the employee, depending on the category of the position in the Post 
Office Department; it runs from 50 cents per thousand to $1 per 
thousand. 

Mr. Lestnskr. One percent of the contract would be, say, $30 or 
$40 a year? 
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Mr. Staruine. It might be, depending on the size of the contract. 

Mr. Davis. Mr. Cederberg? 

Mr. CreperBerG. Are you not more concerned about the precedent 
that might be set here, so far as the contract with the Post Office 
Department bringing about the 17,000 contractors, when you get to 
the other agencies of the Government; if you blanket this thing all the 
way through, vou might include several thousand other contractors; 
is that what you are concerned about? 

Mr. STaRuinG. It is no concern of ours as to what the Government 
does with reference to its contracts. It is some concern of ours how 
that is, the tvpe of obligation that we write. The bond which this 
legislation is intended to provide for is known as the Federal official 
bond, a surety bond, which simply guarantees the faithful performance 
of duties as prescribed by law or by orders, and guarantees the fidelity 
and honesty of the employees. 

The tvpe of bond that is used to cover the star-route contractor, or 
any other contractor with the Government, is a performance bond, a 
bond which guarantees that if the principal on the bond does not 
perform the contract, the surety has to perform it. Differentiating: 
If a postal employee is adjudge d to have stolen $1, a the obligation 
of the surety company is performed when it pays the Government the 
$1,000. That is what the bond agreement is. 

it is intended to cover the Government against losses due to acts 
of its employees. 

The surety company bonds a star-route contractor to deliver the 
mail. Suppose in the midterm of the contract, the star-route con- 
tractor decides that it is not a profitable contract, and that he cannot 
afford to carry it any more, and he just stays at home. The surety 
company has to go out and deliver the mail. 

Now, that can be verified by the Post Office Departinent here. The 
type of obligation, gentlemen and ladies, is entirely different. The 
relationship between the contractor and the surety company, a surety 
company, on a performance bond is entirely different than the relation- 
ship between an employee and his surety company, under a coverage 
or Federal official bond. 

Mr. Davis. You do not have to deliver the mail, say, of a city 
letter carrier if he decides to stay at home? 

Mr. Staruina. No. 

Mr. Davis.Why would you not; what is the difference? 

Mr. Starurnc. Because the bond does not say so. 

Mr. Davis. What does it say? 

Mr. Star.ina. It says—well, I do not have a copy of a bond with 
me, but it guarantees to indemnify the Government against loss in 
the event of defaleation, or the noncompliance with the performance 
of the duty. But it is predicated upon the Government suffering a 
financial loss. 

Mrs. St. Grorce. These contractors, star-route carriers, are 

Mr. Starztine. They are bonded now. 

Mrs. St. Greorae. They are bonded now with surety companies? 

Mr. Staruina. They are. I would say that the majority of them 
are bonded with surety companies. I believe, however, that there 
are some that have qualified by filing individual surety. 
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Mrs. St. Georce. What I would like to understand, and it is not 
clear, so far, what is the objection to having the Government pay for 
these bonds, rather than the individual? 

Mr. SraruinG. There is no objection. 

Mrs. Sv. GeorGr. You say it is being done? 

Mr. Srariina. It is already being done; and they have always done 
it. 

Mr. Fascetit. What is your objection? 

Mrs. St. Georce. There must be an objection, you feel, according 
to your views? 

Mr. StaruinG. There is no objection to the Government paying 
the premium on the bonds because they are now doing it. 

Mrs. Sv. GrorGe. Then what is the objection? 

Mr. SrartinG. The objection is to insuring the contractor under 
any blanket bonding arrangement. 

Mr. Davis. Let me ask a question there for a minute, Mrs. St. 
George. 

Mrs. Sr. GrorGe. Certainly. 

Mr. Davis. You say you object to the obligation that would be 
placed upon the surety company under that particular bond, because 
if the man quits and did not carry the mail, the surety company would 
be obligated to carry it; or see that it is carried. Are not your com- 
panies signing that kind of a bond now? 

Mr. StartinG. Not upon any blanket basis. 

Mr. Davis. What difference does it make whether it is a blanket or 
a single-basis arrangement? 

Mr. Srarurna. It makes this difference: It makes this difference, 
each contractor buys his own bond; he qualifies with his surety 
company; and he indemnifies the surety company and he has very 
close working relationships with his surety company. 

Now, if this bill should become the law—— 

Mr. Davis (imterposing). When you say indemnify, you mean 
that he puts up security for his security company, requires of him to 
guarantee his performance? 

Mr. Sraruina. That is correct; that is correct. Now, if this bill 
should become the law, the Post Office Department would undoubtedly 
advertise for competitive bids on a blanket bond, or a schedule bond, 
covering all of the star-route contractors, and the close relationship 
between the contractor and his surety would be entirely eliminated. 

Mr. Davis. And you could not require him, then, to indemnify the 
surety company? 

Mr. Staruina. No. 

Mr. Davis. In case he defaulted. 

Mr. Sraruina. No. 

Mr. Ceprerserc. What you are saying is much the same as if the 
contractor offered to build a post-office building. The Government 
enters into a contract with the contractor, or with somebody, to build 
a building, and the Government requires a performance bond of the 
contractor, covering the specified time of completion, and so forth? 

Mr. Sraruina. Yes. 

Mr. Ceperserea. A similar situation is with reference—is covered 
in the star route contract? 

Mr. Sraruine. Yes. 
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Mr. Cepersera. But what about the security for the mail, finan- 
cially speaking, where the mail carrier is carrying valuable mail. Is 
that covered in the same contract? 

Mr. Staruina. It is covered in that contract. 

Mr. Cepersera. | think the thing that we are concerned about is, 
we want to get the man to complete his contract, and if he says that 
he is w illing to haul the mail for $2,000, we want him to haul it for 
$2,000, and if he finds he is going to lose money, he wants the surety 
company to make up the difference, and you say that is what is being 
done now. 

Mr. Sraruina. Yes. 

Mr. CeperserG. But I think the thing we are concerned about is 
to be sure that if he is carrying registered mail, for example, and the 
mail is lost, we want to be sure that the Government is protected. 

Mr. StaruinG. The contract provides for that. 

Mr. CEDERBERG. That is included in the performance bond? 

Mr. Straruina. Yes, the bond of the star-route carrier guarantees 
against acts of dishonesty, just as does the bond of the employee of 
the Post Office Department. 

Mr. Fascsetu. I am glad you brought that out because I had no 
idea up to this point ‘that there was any fidelity attached to the 
performance on these contracts with the contract carrier. 

Mr. Staruina. I have not seen a star-route contract in quite a few 
years. But a member of the Solicitor’s Office of the Post Office 
Department is here, and I am sure that he could enlighten the com- 
mittee as to the provisions of the contract as respects honesty, in the 
star-route contractor. 

Mr. Davis. I think we are going to have to quit for this session. 

Mr. Staruine. Mr. Wenchel says it does, that the Government 
gets protection, is getting protection now, and they have always been 
getting it, and have been paying the premiums. 

Mr. Davis. I would suggest, Mr. Starling, that you give us a 
written statement covering anything else you want to present. We 
have to quit now and go over to the House. 

Mr. Staruinc. Would the chairman just permit me to enumerate 
the other amendments, which are very slight? 

Mr. Davis. Very well. 

Mr. Staruina. On line 7 of the bill, after the word “blanket” we 
suggest the elimination of the comma, and the elimination of the 
word 

Mr. Davis. There is no comma after the word “blanket” 

Mr. StaruinG. | beg your pardon. 

We suggest the insertion of a comma after the word “blanket’’, in 
line seven, and the deletion of the word ‘“‘position.”’ 

In line 8, we suggest, after the word ‘“‘cover’’, delete the words 
“any/or’” and in line 9, “all categories of” 

On page 2, line 1, we suggest the elimination of the comma after 
the word “Department” and the language ‘“‘contractors with the Post 
Office Department, and mail clerks in the Armed Services and the 
Coast Guard,” 

In line 4, page 2, we suggest the insertion of the words, “premium 
on any such” between the words ‘the’ and “bonds”, making that 
read: ‘“The premium on any such bonds may cover’ et cetera. 
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In line 9, we suggest the deletion of the words “contractors and 
mail clerks.” 

Mr. Davis. If you have any further statement to submit, will you 
please submit it in writing, Mr. Starling? 

Mr. STar.inG. Yes. 

Mr. Davis. On anything you wish to refer to. 

We have a statement of Mr. James B. Cobb, president, National 
Alliance of Postal Employees, which will be made a part of the record. 

(The statement referred to follows:) 


STATEMENT OF JAMES B. CoBB, PRESIDENT, NATIONAL ALLIANCE OF PosTAL 
I; MPLOYEES 


Mir. Chairman and members of the committee, the National Alliance of Postal 


plove Wishes to express support for H. R. 4778 and at the same time have 
this statement included in the record. 

he bieet of bonding postal employees has long been a misunderstood 
problen Many persons consider the bond as a protection for the employee 
instead of the Government because it is an expense to the employee. Being the 


recipient of the protection, supports the idea of the Government purchasing this 
protectior 


Under the present system, some organizations have established agency rights 


with underwriters as a collection source. For various reasons our members have 
not been able to accomplish that privilege. This problem has been especially a 
source of annoyance to our postal transport members. Some of these organiza- 


tions have policies, in regards to minority racial groups, inconsistent with the 
enlightened policies of beth the Federal Government and the major political 
parties. 
Others are uninterested, and the persons collecting the premiums are often 
nknown to the member, and thus, the me:mber’s interest is left unprotected and 
penalties are imposed without the employvee’s fault. Therefore, this bill would 
relieve the members of the National Alliance of Postal Employees from frustrating 
experiences and avoidable hardships in relation to their personnel records. 
Chis bill administered by the Government would develop uniformity of pro- 
tection for the Government and for all employees alike. 
Re spectfully submitted. 
JAMES B. Coss, 
President, National Alliance of Postal Emp oyees. 


Mr. Davis. Also the statement of Omar M. House, vice president, 
National Postal Transport Association, and Warren B. Bledsoe, 
president, National Rural Letter Carriers’ Association, which will be 
included in the record. 

(The statement referred to follows:) 


STATEMENT OF OMAR M. Hovwss, Vice PRESIDENT, NATIONAL PosTaAL TRANSPORT 
ASSOCIATION 


Mr. House. Mr. Chairman and members of this committee, for the purpose of 
identification my name is Omar M. House, and I am vice-president of the National 
Postal Transport Association, an organization of approximately 30,000 postal 
employees assigned to the Bureau of Transportation of the Postal Field Service. 

Our association for many years has been in favor of the provision contained in 
H. R. 4778—that is, to provide for the purchase of bonds by the Post Office 
Department for postal employees. 

We heartily endorse this bill and sincerely hope your committee will favorably 
report the bill to the full committee at an early date. 

Mr. Chairman, I am most grateful for the privilege of appearing here today to 
endorse the provisions of H. R. 4778 


POSTAL EMPLOYEES’ BONDS 33 


STATEMENT OF WARREN B. BLEDSOE, PRESIDENT, NATIONAL RuRAL LETTER 
CARRIERS’ ASSOCIATION 


Mr. Chairman and members of the committee, for the purpose of identification 
my name is Warren B. Bledsce, and I am president of the National Rural Letter 
Carriers’ Association, with a membership of more than 36,400. 

I appear here today to strongly support and endorse the legislation being con- 
sidered, under which the Government would pay the cost of surety bonds for 
postal employees. 

Similar legislation was enacted last year for Internal Revenue employees and 
we feel postal employees, too, should be provided with surety bonds, where 
required, at no cost to themselves. 

We sincerely trust the committee will act favorably on this legislation. 

Mr. Davis. I do not know whether we will have any further open 
hearings or not. 

Mr. Watrer. With your permission, Mr. Chairman, I would like 
to file a short statement. 

Mr. Davis. Mr. Horton has already stated that you wanted to file 
a statement, which was granted. 

Mr. Watrer. Very well. 

Mr. Davis. We will confer with the staff and take up these matters 
which have been submitted here. 

The subcommittee will now stand adjourned. 

(Thereupon at 12:10 p. m., the subcommittee adjourned. 
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TUESDAY, APRIL 19, 1955 


House or REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE ON 
Post OrricE AND CiIviL SERVICE, 
Washington, D. C. 

The subcommittee met at 10 a. m., Hon. James C. Davis (chairman) 
presiding. 

Mr. Davis. We have with us this morning Mr. J. Austin Latimer, 
legislative counsel, National Association of Postmasters. We will 
hear his statement prior to going into executive session. 


STATEMENT OF J. AUSTIN LATIMER, LEGISLATIVE COUNSEL, 
NATIONAL ASSOCIATION OF POSTMASTERS 


Mr. Latimer. Mr. Chairman and members of the subcommittee, 
my name is J. Austin Latimer. I appear here today in support of 
H. R. 4778 as the legislative counsel of the National Association of 
Postmasters of the United States, re presenting 82 percent of the post- 
masters of the Nation. 

The organization that I have the honor to represent has over the 
vears felt the need of this legislation and we have urged the introduc- 
tion and enactment of a measure that would replace the present costly 
and out-of-date system of surety bonds for postal employees. 

Of course it is a matter of keen interest, not only to the 32,000 
postmasters whom I represent, but to all postmasters and other postal 
employees, that legislation be passed to relieve them of the more 
than a million dollars annually which must be paid out in bond pre- 
miums, but our interest goes beyond this. As top field management 
in the postal establishment, we are for whatever is beneficial to the 
postal service and it is our belief that the enactment of this legislation 
will result in an economy of time and money to the Post Office 
Department. 

In his covering letter requesting this legislation last year and again 
in his request this year, the Postmaster General, among other things, 
said: 

The proposed legislation should not cost more than $300,000 annually, which 
will offset the present administrative costs, hence no cost to the Department 
Eventually, it is believed that as experience is gained, the premium costs of 
$300,000 will be reduced. 

This was confirmed by the Director of the Bureau of the Budget, 
who, a other things, in his report on a companion bill to this 
in the 83d Congress, said: 

It has been estimated that the premium costs which will be paid by the Post 
Office Department under the proposed legislation will be offset by savings result- 
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ing from the elimination of much of the record keeping now necessitated by the 
writing of some million individual bonds annually. Material reductions in the 
administrative costs of the surety companies should also result, for the same 
reasons, in eventually lowering the premium costs payable by the Post Office 
Department. Furthermore, payment of premiums by the Post Office Depart- 
ment will also relieve postal employees of the burden of payment of premiums 
on personal surety bonds in the amount of $1,300,000 annually. 

Efforts have been made for the last 20 years to secure the enact- 
ment of some type of oe to improve the cumbersome and 
expensive bonding system for Government employees. Bills were 
introduced in the 76th, 79th, and 82d Congresses to cover postal 
employees only; measures were proposed in the 77th, 78th, 80th, Sst, 
and 82d Congresses to embrace ali Government employees required 
to furnish such bonds. Actually in the 81st Congress, a bill, H. R. 

8706, passed the House. If enacted, this would have given relief 
not only to postal employees, but all those in the Government service 
who are paying for this protection to the Government. 

According to my information, of the 1,060,000 Government em- 
ployees required to furnish surety bonds at their expense, approxi- 
mately 1 million are in the postal service. The two agencies most 
affected are the Post Office and Treasury Departments. The bulk 
of employees of the latter required to furnish such bonds are taken 
care of under a similar plan contained in the Internal Revenue Code 
of 1954 (Public Law 591, sec. 7803¢). Under this law, there is author- 
ization for approximately 25,000 Internal Revenue employees and 
plans are being worked out to furnish, at Government cost, the 
requisite types of blanket bonds. 

Therefore, it is readily seen that this question is much closer to the 
postal service than the remainder of the Government, and it is im- 
portant to promptly enact legislation to relieve the Post Office Depart- 
ment and its nearly a million employees (including seasonal employees) 
from the onerous and expensive task of furnishing individual bonds. 
To delay the enactment of this bill, Mr. Chairman, until legislation 
is passed for the entire Government, will work a hardship on “perhaps 
over 95 percent of Government employees. 

In its study of this ers the Commission on Organization of the 
Executive Branch of the Government (Hoover Commission) made 
the following observations and seannatiins: 

Approximately 558,000 accountable officers are required to pay for their own 
surety bonds which are provided for them by private companies at an aggregate 
premium cost of approximately £2 million, while recoveries averaged only $230,000 
annually Statistics compiled on bonded personnel of the Government for the 
vear 1949 by the Public Accounts Subcommittee of the Committee on Expendi- 
tures in the Executive Departments reflected that 1,193,036 employees were 
bonded, of which 515,000 were temporary employees employed by the Post 
Office Department during the Christmas season. The premiums paid by these 
emplovees for 1949 amounted to $1,685, 779.90, while the recoveries from the 
surety companies during this same pe ‘riod amounted to $207,303.70. An exhaus- 
tive study of this problem was made by the committee with departments and 
agencies of the Government, including the Bureau of the Budget and the General 
Accounting Office, in collaboration with representatives of various surety com- 
panies. The committee finds the at positive action is required in order to correct 
the archaic and complex conditions existing in the eurrent bonding procedure, 
which necessitates amendment of section 14 of title 6 of the United States Code, 
so as to permit the Government to bear the cost of bonding its employees. 

In its report on H. R. 8706 (Report No. 2237), the Chairman of 


the then House Committee on "ni al in ‘the Executive Depart- 
ments, among other things, said: 





be 
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It was found by the surety companies that the 1,103,000 individual bonds 
could be reduced to 20,628 by the use of blanket or position schedule bonds with 
the same amount of coverage and protection. Further, it was ascertained that 
that in the Post Office Department alone, where there are now approximately 
1,035,000 bonded employees, of which 515,000 are temporary employees, 20,059 
bonds would serve the purpose of the agency with the same amount of coverage 
and protection. Statements made by representatives of the Association of 
Casualty and Surety Companies during the hearings disclosed that the estimated 
maximum cost for this new type of bonding procedure would be about $954,000 
annually, with an additional reduction of from 5 to 6%4 percent, if the Government 
agreed to purchase and pay for the bonds in advance for a period of 2 or more 
years. Representatives of the surety companies who testified at the public 
learings conceded that lower rates might be realized if competitive bidding were 
required. In consideration of this statement, your committee believes that 
the estimated annual net cost to the Federal Government for this operation 
will be approximately $525,000. Your committee believes, therefore, that this 
legislation is highly desirable and that the cost is a proper one to be borne by the 
Government in view of the deterrent effect and other benefits and protection 
afforded through the use of a commercial surety bond. Furthermore, it is the 
consensus of your committee that the proposed bill is in keeping with sound 
business practices of private industry, and State and local governments; from the 
standpoint of efficiency and better management, organization, and procedure 
within the Federal Government, as advocated by the Commission on Organiza- 
tion of the Executive Branch of the Government, it is a marked and progressive 
step which will immeasurably improve and simplify present outmoded bonding 
procedures. 


In his covering letters, last year and early this year, the Postmaster 
General was more conservative than the foregoing report and esti- 
mated that in the beginning there might be required slightly under 
80,000 bonds, but even this number, under the plan outlined above, 
would not cost over $300,000 annually. Since that time, statements 
from the Post Office Department indicate that it would be feasible 
to have larger groupings of employees under a single bond. If this 
is done the total number of bonds would be reduced drastically below 
the original 80,000 figure. 

A 10-year average indicates that the amount that might be charged 
annually to sureties is approximately $595,000, but of this approxi- 
mately $509,000 is recovered from defaulting postal employees, con- 
tractors, their friends and relatives, leaving about $86,000 per-annum 
to be actually paid by the surety companies to the Post Office Depart- 
ment. Of course, I do not wish to give the impression that of the 
$1,300,000 premiums received annually by the surety companies 
from those of the postal establishment, all is profit above this $86,000. 
There is necessarily considerable expense on their part in issuing and 
processing a million individual bonds just as the task is expensive 
and onerous to the Post Office Department. 

Without attempting, of course, to speak for the surety companies, 
from the testimony introduced at this and previous hearings on this 
subject, it appears to me that they favor the principle embodied in 
this bill, with the possible exception of inclusion of contractors. 

Also, it appears to me that much of their expressed objection to 
inclusion of the 17,000 contractors, within the discretion of the Post- 
master General, was based on some misapprehension. As is well 
known to you of the Post Office Committee, there are two classes of 
contractors involved in the postal establishment as a whole.  Per- 
haps the bill should have slight clarification with a suitable definition 
of what is meant by “‘contractors” in connection with construction, 
and so forth, and those 17,000 who, while bearing a contractual 
relationship with the Post Office Department, actually perform duties 
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similar to that of employees. I refer to star route and other such 
contractors. The only ‘interest that postmasters would have in this 
phase of the subject is that if the inclusion of this class of contractors 
is important to the Post Office Department and necessary to the 
proper operation economically of the plan, we would hope that such 
be included, but of course, our main objective is to see enacted a 
plan embracing postmasters and other postal employees. From the 
testimony in the past and on this bill, I believe with this clarification 
the surety companies will not object to the provisions of this measure. 

This legislation is not only necessary to reduce operating costs and 
eliminate much of the recordkeeping necessary in the present bonding 
procedures, but it presents what appears almost a paradox—it saves 
postal employees a large sum without apparently placing any of this 
on the employer, with the possibility that the plan outlined in this 
bill will eventually result in considerable saving to the Post Office 
Department. Within recent months we have “heard much about 
worthwhile legislation to give to Government employees deserved 
and needed adjustments in their compensation. At last session, a 
forward step of the first magnitude was made when this committee 
reported, and the Congress enacted, legislation to provide on a wide 
scale Government group life insurance. A similar beneficial plan of 
group health insurance is having the careful consideration of the 
Civil Service Commission, with the prospects that such a bill will be 
introduced at an early date, to be substituted for the pending health 
insurance bills of last session which do not meet completely the need. 
Also, it is expected that the administration will request legislation 
during this session to liberalize the entire retirement plan so that at 
another session, this major question may have top priority. But 
all of these plans, Mr. Chairman, as important as they are, will cost 
the Government a lot of money, money well spent may I say. But 
here is a plan that meets with the approval of all branches of postal 
employees, which is urged by the Department, approved by the Bureau 
of the Budget and other interested agencies, and which will hurt no 
one, not even the surety companies, and will save time and money 
for both employer and employee. 

Perhaps postmasters and supervisors know better than anyone in 
the postal service that a large amount of clerical labor is used in their 
offices in processing bonds and checking on employees to see whether 
they have renewed their bonds. Speaking for those I represent, I 
respectfully urge early and favorable consideration of the proposed 
bill. I thank you. 

Mr. Davis. The subcommittee will now go into executive session. 


x 





